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I.  INTRODUCTION

AUDIT REFERRAL: 12-03
DATE REFERRED: July 25,2012
DATE ACTIVATED: September 10, 2012

STATUTE OF LIMITATIONS: 7/31/12 (earliest)
. 1/29/14 (latest)

AUDIT REFERRAL

National Right to Life PAC and Joseph M.
Landrum in his official capacity as treasurer

2US.C. § 434(b)

Audit Documents
Disclosure Reports

None

This matter was generated by a referral from the Audit Division (“Referral”) following a

Commission audit pursuant to 2 U.S.C. § 438(b). On July 11, 2012, the Commission approved

the Final Audit Report (“FAR") af National Right to Life Political Action Committee and Joseph

M. Landrum in his official capacity as treasurer (“NRTL PAC"), which recommended that the

Commission adopt a finding that NRTL PAC misstated its financial activity in 2007 and 2008.

See Attach. 1.

Based on a comparison of bank records with NRTL PAC’s reported figures, the FAR

showed a misstatement of receipts and cash-on-hand in 2007 and disbursements and cash-on-

hand in 2008. In 2007, NRTL PAC overstated beginning cash-on-hand by $130,932, understated

receipts by $29,624, and overstated ending cash-on-hand by $104,632. In 2008, it overstated
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disbursements by $1,437,635 and understated ending cash-on-hand by $1,300,378.! On
August 8, 2012, this Office notified the Respondents of the; Referral in accordance with
Commission policy. See Agency Procedure for Notice to Respondents in Non-Complaint
Generated Matters, 74 Fed. Reg. 38617 (Aug. 4, 2009). NRTL PAC did not respond.?

We recommend that the Commission open a Matter Under Review (“MUR”) and find
reason to believe that NRTL PAC violated 2 U.S.C. § 434(b) by misstating its financial activity.
Additionally, we reccenmend that the Commission enter into pre-probable cause conciliation
with NRTL PAC and approve the attached conciliation agreement.
II. FACTUAL AND LEGAL ANALYSIS

A. Factual Background

The following tables set forth the discrepancies identified in the Referral for NRTL

PAC’s beginning and ending cash balances, receipts, and disbursements for 2007 and 2008.

Each table is followed by an explanation of the misstatements.

Table 1: NRTL PAC 2007 Activity

Item Reported Bank Records | Discrepancy
COH January 1, 2007 $612,737 $481,805 | $130,932
Overstated
Receipts $53,518 $83,142 $29,624
Understated
Disbursemants $102,265 $105,589 $3,324
Understated
COH December 31, 2007 | $563,990 $459,358 . $104,632
Overstated

! These figures were derived from a comparison of NRTL PAC’s bank records to its most recently amended

reports at the tire of the audit. The audit also compared NRTL PAC'’s original reports with bank records, which
showed that NRTL PAC had overstated disbursements.in the amount of $687,536 for 2007 and 2008. See Referral
at4,
2 Havmg received no response to the referral notification, the Office of General Counsel contacted the
treasurer to inquire whether a respanse was forthcoming. On September 7, 2012, NRTL PAC's treasurer confirmed
that the Committee did not intend to submit a response.
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According to the Referral, the overstatement of beginning cash-on-hand by $130,932 in
2007 likely resulted from prior period discrepancies. The understatement of receipts by $29,624
resulted from unreported bank interest of $14,771, unreported vendor refunds for radio ads of
$4,051, and an unexplained difference of $10,802. NRTL PAC also understated disbursements
by $3,324, resulting in a $104,632 overstatement of its ending cash-on-hand for 2007 ($130,932

- $29,624 = $101,308; $101,308 + 3,324= $104,632).

Table 2: NRTL PAC 2008 Activity

Item Reported Bank Records Discrepancy

COH January 1, 2008 $563,990 $459,358 $104,632
Overstated

Receipts $3,626,011 $3,593,386 $32,625
Overstated

Disbursements $4,718,401 $3,280,766 $1,437,635

. Overstated

COH December 31,2008 | ($528,400) $771,978 $1,300,378

Understated

According to the Referral, the overstatement of disbursements of $1,437,635 in 2008
resulted from an unexplained over-reported difference of $14,692, disbursements to a vendor of
$1,526,656 that NRTL PAC double reported, and other over-reported disbursements of $80,357,
offset by unreported disbursements of $184,070.

The Referral notes that the dnplicate raporting to the vendor, which constitutes the bulk
of the overstated disbursements, was due to NRTL PAC’s incorrect reporting qf independent
expenditures. NRTL PAC paid its printing vendor for independent expenditures in advance of
the dissemination dates, and correctly reported these payments on Schedule B, line 21b, as
operating expenditures. It also correctly disclosed the printed independent expenditures on
Sche&ule E when it disseminated the materials. Once NRTL PAC disseminated the printed

independent expenditure materials, it also should have subtracted the amounts of these
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expenditures (the previously reported advances) from Schedule B, line 21b on its next disclosure
report. NRTL PAC failed to do so, however, substantially inflating total disbursements by
reporting those disbursements twice, once on Schedule B and again on Schedule E.}

In response to the Interim Audit Report’s recommendation, NRTL PAC amended its
reports to properly disclose 2007 and 2008 activity.

B. Legal Analysis

The Federal Election Act of 1971, as amended (the “Act”), requires treasurers to file

reports disclosing the amount of cash-on-hand at the beginning and end of each reporting period;

the total amount of receipts for the reporting period and for the calendar year; and the total
amount of disbursements for the reporting period and for the calendar year. See

2 U.S.C. § 434(b)(1), (2), (4). NRTL PAC did not comply with the Act’s reporting requiremehts
when it overstated beginning cash-on-hand by $130,932, understated receipts by $29,624, and
overstated ending cash-on-hand by $104,632 in 2007; and when it overstated disbursements by
$1,437,635 and understated ending cash-on-hand by $1,300,378 in 2008. Therefore, we
recommend that the Commission find reason to believe that NRTL PAC violated 2 U.S.C.

§ 434(b).

3 During the audit hearing, NRTL PAC’s counsel stated that most of the misstatement resulted from this
bookkeeping error. Referral at 3. Counsel explained that NRTL PAC became aware of a reporting error due to a
negative cash-on-hand balance prior to filing its disclosure reports, filed those reports with the incorrect negative

_ cash-on-hand balance, and subsequently discovered the cause of the error shortly before the audit began. /d. at 3-4.
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IV. RECOMMENDATIONS
1. Open a MUR.

2. Find reason to believe that National Right to Life PAC and Joseph M. Landrum in his
official capacity as treasurer violated 2 U.S.C. § 434(b).

3. Approve the attached Factual and Legal Analysis.

4. Enter into conciliation with National Right to Life PAC and Joseph M. Landrum in
his official capacity as treasurer prior to a finding of probable cause to believe.
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6. Approve the appropriate letter.

9 /29 /12

- 7

Date

" Attachments:
1. Final Audit Report

AZthony Herman ﬂ y

General Counsel

Kathleen Guith _
Deputy Associate General Counsel
for Enforcement

usah L. Lebeaux
Assistant General Counsel

Dotlesh K. RS
Delbert K. Rigsby f‘r/(ah

Attorney
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Final Audit Report of the
Commission on the National Right

to Life Political Acticn Committee
January 1, 2007 - December 31, 2008

About the Committee (p.2)

The National Right to Life Political Action Committee is a separate
segregated fisul of tho National Right 1o Life Committee and is
headquarteredl in Washington, DC, For mors infoomastios, see the
chart on the Coxemittee Organizatin, p. 2.

investigations of any Finsnucial Activi .2

political committee that e Ruselpts 7 ty ®-2)

Is required to file o From Individuals . $3,662,627

reports under the o From Other Political Committees 9,850

EM gﬁo?the o Offs=ts to Uperating Expenditures 4,051
ampai Total Recel 6,528

Act), The Conission o - §3,676:

il“my m”':hm such ¢ Disbursements

comuittee eppeans mt © Openwing Expanditures $ 567,680

to have met the o Independent E"pmmg'm 2'8(1’;'.9,:50

threshold muimu o Contributions to Other ttees "

compliance with e

Act.! The aud®t Commission Finding (p. 3)

determines winthrer the » Misstatement of Financial Activity

comenittee somplied

witis the linritations,

prohibitioms and

diseloszire requicemaenis

of the Act.

Future Action

The Commission may

initiate an enforommont

action, at a fater time,

with respect to the

matter dismecied in this

repaat.

! 2US.C. §430(v).

ATTA [
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Part I
Background

Authority for Audit

This report is based on an audit of the National Right to Life Political Action Committee
(NRL PAC), undertaken by the Audit Division aof the Federal Election Commission (the
Commission) in accordance with the Federal Election Campaign Act of 1971, as
amended (the Act). The Awdit Division conducted the sudit pursuant to 2 U.S.C.
§438(b), which permits the Commission tw comduut audRs ard field irvostigatioas of eny

- politizal committee tirat is required to fife & mport nmder 2 U.S.C, §434. Prisrto

conducting any mtdit andrr this subeaction, ths Comanimion must peafbrm an titenagl
review uf ropests filed by mlerted camrmittees to det=rmine if thm zeports filed by a
particiitar cemmiitee mort the threghold mquisamentts for sahatartial onthpiliance with the
Act. 2US.C. §438(b).

Scope of Audit - ,

Following Commission-approved procedures, the Audit staff evaluated various risk
factors and, as a result, this audit examined:

1. the disclosure of disbursements, debts and obligations;

2. the disclosure of individua comtsibmiors’ cuenpatioe und rxsie of empleony;

3. the epmoiemeney betwien mepested fipiras and bank records;

4. the enmplotendss of rexnsia; and

S. other canmitice pperatioms neceasary to the review,

Limitations

NRL PAC satisfied the recordkeeping requirements of 11 CFR §102.9 concerning
disbursements. Testing of independent expenditures and Sebrs was limited to a review of
the disbursement records NRL PAC provided to the Audit staff. Absent review of external
documentation sach as some invoices and broadcast station information, the Audit staff was
mnblemdemmhewlmmpumwmaddmwumm

Awdit Eawring

NRL PAC requected @ honsing bafors ths Commissio. '.l'hsmqmstwal granind axd the
hearing wes il on Febroary 15, 2012. At o heaving, NRL PAC addmastd ismien
rdawdmthewopelmmﬁomdxemmtemmtofﬁnmchlammymdtheduclosmof
occupnuonmdnameofemployetinformaﬂon

2 New information presented by NRL PAC at the hearing resulted in the removal of a finding on the
disclosure of occupation and name of employer information from the audit report.

xnmammwrl

Page Y, 10__
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Part II

Overview of Committee
Committee Organization
_Important Dates '
o _Date of Registration July 12, 1979
e__Audit Coverage January 1, 20Q7 - December 31, 2008
Headquarbers Washingten, DC
Bank Informatien
e Bank Depositorics One
» Bark Azcounts Two

Treasurer

. TtwurerWhenAudltWasConducted

Carol Tobias-(October 29, 2009 - June

9,2011)
Joseph M. Landmm (June 10, 2011 -
. Present)
o Treasurer During Period Covered by Audit | Amaric Natividad
(January 1, 2007 - Scpenitser 3, 2008)
Carol Tobias
(September 4, 2008 — December 31,
2008)
Management Information
o Attended Commission Campaign Finance Yes
——Seminar — —
e Who Handled Accounting and Paid staff
Recordkeeping Tasks
Overview of Financial Activity
(Audited Amounts) _
Cash-on-hand @ January 1, 2007 $ _481,80S.
Receipts
o From Individuals - - 3,662,627
o__From Other Political Commmeu 9,850
(<] Offsets.toneraﬂnLExpendmm 4,051
Total Ry Receipts $ 3,676,528
Disbursentanis
_0__Operating Exponditures 567,680
o__Independent Expendisures 2,804,925
o Contributions to Other Committees ~ 13,750
Total Disbursements - - $ 3,386,355 '
Cash-on-hond @ December 31, 2008 'S T8
ATTACHMENT__!

Page___S__of_.Lﬂ—-
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Part III
Summary
Commission Finding

Misstatement of Financial Activity
Duﬂngaudnﬁeldwork.neompanmofNRLPAC'smpomdﬁgummthbmkmtds revealed
a misstatexrert of receipts and cash-on-hand in 2007 and disbursements and cash-on-hand in.

2008, In 2007, NRL PAC ovarstated beginning cash-on-lmnd by $130,932, understated receipis

by $29,624 and overstates! ending eash-au-hwd by $104,632. In 2008, NRL. PAC overstitend
disbonismaents by $1,437,635 and undexstaied the emling aash-er-hand by $1,300,378. In
responss to the Interim Audit Repost recammeaslation, NRL PAC filad amended reports,
properly disclosing 2007.and-200)8-activity. The NRL PAC treasurer stated that NRL PAC
would reconcile its moumenﬂympmwdmhbnhneemdmditsmhbalmontbmt
disclosure repart filed, .

In addition, the origlnal reports filed by NRL PAC Sor 2007 and 2508 revealed an overstatement
of disbursemen in the amount of $687,536. NRL PAC did not submit any additional
hlformaﬂonorwﬁmncommminmpmmwthemmmAud:tRepm

Tha Commisaion appinved bath parts of a finding that NRL PAC mivatréod finaxcial antivity for
2007 aad 2008, (For nrove detail, see p. 4.)

Amumummn;i__—-—-

Page
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Part IV
Commission Finding

| Misstatement of Finanoial Activity _ | |

During audit ficldwork, a comparison of NRL PAC's reported figures with bank records revealed
a misstatement of receipts and cash-on-hand in 2007 and disbursements and cash-on-hand in
2008. In 2007, NRL PAC overttited heginnisig cash-on-liand by $13,932, understated receipts
by $29,624 and orerstasl ending eash-on-hand by $104,632. In 2008, NRL PAC cwexstuted
disbomsements by $1,437,635 and understad:d thu ending aash-ca-hand by $1,300,378. In
response to the Intrim Audit Report secomamendatian, NRL PAC filad ameded reports,

propedy disclosing 2007 snd 2008 activity. The NRL PAC treasurer stated thiat NRL PAC
wonid reconcile its most receatly zeparted cash halance and amend its cash balance oo tho next
disclosure report filed.

In addition, the ofiginal reports filed by NRL PACT for 2097 and 2008 revealed an overstatement
of disbursements in the amount of $687,536. NRL PAC did not submit any additional
information or written comments in response to the Interim Audit Report.

ThsCumnismimupuurdbnthplnofaﬁndmgﬂmNRLPACmnndﬁm:hdmhltyh
2007 and 2008.

Legal Standaxl

Contents of Reports. Each report must disclose:

o the amount of cash-on-hand at the beginning and end of the reporting period;
e the total amount of receipts for the reporting period and for the calendar year;

o the total amount of disbursements for the reporting period and for the calendar year; and
e ceftain transactions that require itemization on Schedule A (Ttemized Receipts), Schedule B
(Iteraized Disbursements) er Schédule E (Ivmized Independent Expenditdres), 2 U.S.C.

§434(b)(2), (2). (3), (4) and (5).

mummm
A. Misstatement of Activity on Amended Reports as Compared with Bank Records

1. Facts

During mdit fieldwork, the Audit staff reconciled reported activity with bank records for
calendar years 2007 and 2008. The following charts outline the discrepancies for the
beginaing and eadling cash balancos, recaipts ed dishumements £or cath yeat. Suemeding
paragraphs address the reasons for the misstatements.

ATTACHMENT__/

Page 7 of_10




120443323519

2007 Activity .

' —Reported | bank Records | Discrepeney

Beginning Cash Balance - $612,737 $481,805 $130,932

.@ January 1, 2007 : Overstated

Receipts $53,518 $83,142 | $29,624 -

: _ . Understated

Disbursements $102,265 $105,589 $3,324

: Understated

Ending Cash Bamce $563,990 ~$450,358 $104,632

@ December 31, 2007 : : Overstated

The overstaioment of the beginning cash-on-hand by $130,932 likely resulted from prior-
period discrepancies.

The understatement of receipts resulted from the following:

e Bank interest not reported - $14,771
e  Vendor refunds for radio-ads not reported 4,051
e Unexplained difference: 10.802

Understatezaest ef revelpts 329624

The misstatements desaribed above resulted in a $104,632 overstatement of the ending
cash-on-hand.

{ 2008 Activit= _ '
_ Reported | Bank Records | Discrepancy
| Beginning Cash Balance $563,990 |  $459,338 $104,632
@ January 1, 2008 ' Overstated
Receitits $3,626,011 $3,593,386 $32,625
Overstated.
Disbursanznts -$4,718,401 | $3,280,766 $1,437,635
. Overstated -
Ending Cask Balance $(528,400) |  $771,978 $1,300,378
@ December 31, 2008 : : Understated
The overstatement of disbursements resulted from the following:
e  Unreported disbursements $ 184,070
e  Disbursements to printing vendor reported twice _ (1,526,656)
e  Over-reported disbursements (80,357)
e  Unexplained difference (14.692)
Net overstatumntt of disburseussmts $0.432.639

The duplicate reposting of $1,526,656 ia disbursemenas to the printing vendor was diie to
incorrect reporting nf independent expenditures, NRL PAC paid for these independent

ATTACHMENT_.
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expenditures in advance of the dissemination dates. NRL PAC should have reported these
adwmes papments oz Schedule B, Line 21D, as spumting expathiturar: Onae NRL PAC
disttibuised the printmt masterials, & should hexe subtracted the amowats of these
expenditzrar ivom Line 21b and raported titom as independheit expemiimres an Schedulh
E. NRL PACumeﬂlyWﬂmuexpmdhmuonHmﬂbwhmtbzpuymmﬁm
made, then carrectly disetosad the imdependent expenditnres on Schedule E upon
dissendnation of the materials. However, NRL PAC failed to subtract the amounv of the
indspendent expenditures from Line 21b.

MWWMMﬂMhaSMWMSWWoﬁMmm
cash-on-hand,

2. hiterim Awdit Report & Audit Division Recommendation
The Audit staff discussed the misstatements for 2007 and 2008 with NRL PAC

represemtatives during the exit conferenar and provited eopies af relevant work papers

* detailing the misstatements, NRL PAC representatives stated that the committee woidd file

the necessary amended reparts, Amended reports Gied by NRL PAC after the exit.
confemneecmeetedmme.hutnotnll.ofﬂwmmmemm

The Ioterim Audit Repott recommended that NRL PAC:

e  amed its reports to correct tire remaizing misstaverzrents moted above;

e  reconcile the cash balance on its most recent report to identify any subsequent
discreparmity thut epuld affiect tiee remapmmeoded adjustments; and

e  adjuat eash 28 necesaary en its incut racoat repn?, neting that the change is the
result of prior-peziod ndjumtmaents, .

'3, Committae Response to Interim Audit Report

NRL PAC filed mnentied 2007 amd 2008 reports to properly disclose activity as
recommended. In a subsequent communication, the current NRL PAC treasurer stated that
the committee would reconcile the most recent cash balance and include the revised figure on
the next 1mpaet filad to cympls with the seromasmbiatiun.

4, Draft Findl Aundit Rapert
Tha Dmft Fingl Audit Rapmt nated thad, in r=spanee to the Intotim Andit Repoz, NR. PAC

. mdnﬂmwpmhhpmpnﬂydnclmmmynmdndbytheAudnmﬁ

5. Committee Response to the Draft Final Audit Report
NRL PAC requested an Audit Hearing. In addition, NRL PAC noted that the misstatement
was largely due to a bookkeeping error.

6. Audit Hearing

During the audit liepring, NRE. PAC onunsel m:iterated thai muiat of the misstatement resulted
frorn a sitkple reistaks, Hnex_phhedﬁ.thRLPACbncmawmofthumdngm
due 10 a negative cashron-hand balance prier to filing its.disclosure reports. NRL PAC filed
thempoﬂudththehmectnegmveashbahmemdmbseqmﬂydmwvaedthemeof

ATTACHMENT. —
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the error shortly before commencement of the audit, Con'eeuveamendmenumﬁledm
resp-u'wthelmenmm:mhpm.

Commission Conclusion

On May 24, 2012, the Commission eonsxdmdmeAudit Dlvismnkecommendmon '
Memorandum in which the Audit staff recommended that the Cammisgion find NRL PAC
misstated its aotivity in 2007 and 200B.

The Commission approved the Audlt staff*s recommendation.

B. Misstatement of Autivity Reported on Original Reports us Compared with Bank
Records :

1. Facts

In addition to examining the most recent reports filed by NRL PAC prior to the audit, the
Audit staff compared the original reports filed with the bank records and discovered a
$687,536 overstatement of disbursements in 2007 and 2008. 'l‘hismismmmwulugely
duetothelncomrepoﬂngoﬁndependmtexpmdhmunotedabove.

2. Interim Audit Repoit & Auvdit Divisom Mecennmondation

The Amdit stxff discunsed the misstatensxits for 2807 and 2008 with NRL PAC
representatives during the exit conference and provided copies of relevant work papers
detailing #he mnisstatements,

The Intarim Audit Ropart recammended that NRL PAC subzit any additional information or
written commants it considers relevant to the matter.

3. Committee Response to Interim Audit Report
NRLPACd:dmtsublmtmyaddiumalmﬁnmmuorwnueneommMnthgthh
matter.

4. Draft Einal Audit Repesrt
TheDmﬁFinﬂManepoanMbELPACdidnotaddmthkmmmmpom
to the Exterim Audit Report.

5. Committee Response to the Draft Final Audit Report -
NRL PAC did not specifically address this issue in its response to the Draft Final Audit

Repart.

6. Audit Hearing
This issue was nes specificully adtiressed at the Awdit Hearfug.

Commission Conclusion

On May 24, 2012, the Commission considered the Audit Division Recommendation
Memorandum ir whieh the Audit staff recommended that the Commission find NRL PAC
misstated its activity in 2007 and 2008.

The Coihmiuim approved the Audit staff’s recommendation.

ATTACEMENT___{ 5




